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1 . EMBASSY OFFICERS ACHTERHOF AND KULICK ACCOMPANIED 
JOYCE STARR AT HER MEETING WITH OFFICIALS OF ISRAEL 
AIRCRAFT INDUSTRIES (IAI) ON JULY 30 TO DISCUSS CUR- 
RENT IAI OPERATIONS AND FUTURE DEVELOPMENT PLANS, AS 
WELL AS TO VIEW IAI FACILITIES. 

2. MR. DAN MOZES, VICE PRESIDENT FOR FINANCE, GAVE 

US AN OVERVIEW OF IAI OPERATIONS. IAI IS ISRAEL'S SECOND 
LARGEST INDUSTRIAL ESTABLISHMENT (THE KOOR CONGLOMERATE 
IS THE LARGEST) AND EMPLOYS 20,000 WORKERS, NOT INCLUDING 
SUBCONTRACTORS. HE STATED THAT 50 PERCENT OF CURRENT PRO- 
DUCTION WAS EXPORTED, OF WHICH 60 PERCENT WAS MILITARY- 
RELATED AND 40 PERCENT CIVILIAN. HE MENTIONED THAT 1978 
EXPORTS WOULD BE AROUND $225-250 MILLION AND THAT NEXT 
YEAR'S EXPORTS WOULD REACH $450 MILLION. HE SAID THAT 
IAI NOW HAD AN ORDER BOOK OF OVER $1 BILLION. OF TOTAL 
PRODUCTION, DOMESTIC AND EXPORT, THE PERCENTAGES FOR 
MILITARY USE AND CIVILIAN WERE ABOUT 70 AND 30 RE- 
SPECTIVELY. 

CONFIDENTIAL 

CONFIDENTIAL 

PAGE 02 TEL AV 098 18 021748Z 

3. MOZES AND OTHER IAI OFFICIALS WERE PREDICTABLY 
CRITICAL OF US PROHIBITIONS OF KFIR SALES TO ECUADOR 
AND THE REST OF LATIN AMERICA,SAYING THAT THE EMBARGO 
HELPED ONLY THE FRENCH AIRCRAFT INDUSTRY AND DID NOT 
ARREST THE ARMS RACE. MOZES ALSO CRITICIZED US 
HESITANCY OVER APPROVAL OF KFIR SALES TO TAIWAN AND 
VOICED THE SUSPICION THAT THE NEWS OF THE PROSPECTIVE 
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SALE WAS INTENTIONALLY LEAKED IN WASHINGTON IN ORDER 
TO PERMIT ARAB PRESSURE ON THE ROC TO KILL THE DEAL. 

IN FACT, MOZES EVEN SUGGESTED, ALTHOUGH WITH NO GREAT 
CONVICTION, THAT SOME OF THE RESTRICTIONS ON ISRAEL’S 
THIRD PARTY SALES MIGHT BE INTENDED TO WEAKEN IAI AND 
PREVENT ISRAEL S INDEPENDENCE FROM THE US. HE WAS 
ASSURED BY EMBOFFS THAT THESE RESTRICTIONS WERE EX- 
TENSIONS OF GENERAL ADMINISTRATION POLICIES AND WERE IN 
NO WAY DIRECTED SPECIFICALLY AT ISRAEL. 

4. MR. MOZES ALSO STATED THAT, WHILE IT WAS POSSIBLE FOR 
IAI TO DEVELOP AN ENGINE AND AIRFRAME FOR A STATE-OF- 
THE-ART MILITARY AIRCRAFT. ISRAEL DID NOT HAVE THE MONEY, 

PEOPLE, OR THE TIME TO DEVELOP BOTH THE ENGINE AND AIR 
FRAME FOR SUCH AN AIRCRAFT. IN ADDITION, SUCH AN EFFORT 
WOULD FORECLOSE OTHER IMPORTANT IAI PRODUCT DEVELOP- 
MENTS. HE SAID. HOWEVER, THAT IAI HAD WORKED UP PRE- 
LIMINARY DRAWINGS FOR AN AIRFRAME BASED ON THE F-100 
AND SIMILAR TYPE ENGINES, BUT EVEN DEVELOPMENT OF 

JUST THE AIRFRAME IS HIGHLY SPECULATIVE. 

5. DURING THE TOUR OF IAI PRODUCTION FACILITIES, THE 

PRODUCTION RATE OF THE WESTWIND (EXECUTIVE AIRCRAFT) WAS GIVEN AT 
THREE PER MONTH AND THE ARAVA (MILITARY UTILITY TRANSPORT) 

AT TWO A MONTH. ACCORDING TO THE DIRECTOR OF CORPORATE MARKETING, 
SALES OF THE ARVA HAVE PICKED UP THE IN THE LAST THREE TO FOUR MONTHS 
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PRINCIPALLY IN LATIN AMERICA. HE WAS HOPEFUL THAT THE 
AFRICAN MARKET WOULD OPEN UP OVER THE NEXT FEW YEARS, 

AS AFRICANS BECOME "MORE DISILLUSIONED" WITH THE ARABS. 
SALES OF THE WESTWIND HAVE BEEN ALMOST EXCLUSIVELY TO THE 
UNITED STATES, WHERE IAI CLAIMS TO HAVE PICKED UP 12 PER- 
CENT OF THE MARKET FOR SMALL EXECUTIVE JETS. OUR HOST 
WAS UNWILLING TO GIVE US THE PRODUCTION RATE OF THE 
KFIR, BUT STATED THAT THE GABRIEL MISSILE SYSTEMS DE- 
LIVERIES HAD NOW PASSED THE $300 MILLION FIGURE. 

LEWIS 
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